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SUBJECT: PRESIDENT PEREZ' NEW ECONOMIC DECREES - 
DECISION 24 - EFFECT ON SEARS ROEBUCK 

REF: CARACAS 3769 

1. EMBOFF WAS TOLD BY PRESIDENT OF SEARS, VENEZUELA, FRED 
EATON, THAT GOV'S STRICT APPLICATION OF ARTICLE 43 OF DECISION 24 
WILL HAVE VERY ADVERSE EFFECT ON OPERATION OF HIS COMPANY IN 
VENEZUELA. SINCE SEARS FALLS UNDER CATEGORY OF INTERNAL 
COMMERCE IT WILL BE NECESSARY TO WIND DOWN TO 20 PER CENT OWNER- 
SHIP WITHIN NEXT THREE YEARS. 

2. EATON LAMENTED FACT THAT SEARS HAD BEEN GOOD CORPORATE 
CITIZEN OF VENEZUELA AND SAW NO REASON FOR SUCH ACTION BY GOV. 
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3. IN RESPONSE TO QUESTION, EATON SAID THAT SEARS, UNLIKE SOME 
OTHER COMPANIES, WOULD HAVE NO TROUBLE UNWINDING, SINCE HE HAS 
HAD NUMEROUS REQUESTS BY VENEZUELAN CITIZENS IN PAST TO MAKE 
SEARS STOCK AVAILABLE TO THEM ON CONDITION THAT SEARS WOULD 
MAINTAIN MANAGEMENT. EATON SAID IF HIS COMPANY DID DECIDE TO 
STAY IN VENEZUELA AND UNWIND, THERE WOULD BE NO DIFFICULTY IN 
ARRANGING SALE OF STOCK IN SUCH A WAY THAT THE 80 PERCENT 
VENEZUELAN-OWNED STOCK COULD BE SUFFICIENTLY DIVERSIFIED TO ENABLE 
SEARS TO CONTINUE EXERCISING CONTROL. 

4. EASTON SAID EVEN MORE DAMAGING TO SEARS' OPERATIONS THAN 
REQUIREMENT TO BECOME VENEZUELAN WAS NEW CREDIT 
LIMITATIONS BEING IMPOSED BY GOV WHICH SETS MAXIMUM INTEREST 
RATE ON CONSUMER CREDIT AT 18 PERCENT. EATON STATED THAT IN ORDER 
TO BREAK EVEN, SEARS MUST CHARGE MINIMUM OF 23 PERCENT SINCE PRICE 
CONTROLS LIMIT AMOUNT OF MARK-UP WHICH COMPANY CAN OBTAIN. 

HE SAID 62 PERCENT OF COMPANY'S SALES ARE BASED ON CREDIT AND THAT 
CREDIT OPERATIONS HAVE BEEN COMPENSATING FOR LOSSES SUSTAINED 
FROM INSUFFICIENT MARK-UP. 

5. WHILE SEARS CASE IS ONE OF MOST OBVIOUS IN FIELD ON INTERNAL 
COMMERCE, IT IS BY NO MEANS UNIQUE. THERE ARE MANY COMPANIES 
THAT WILL HAVE TO UNWIND BECAUSE THEY ARE CONSIDERED TO BE TYPES 
OF INTERNAL COMMERCE. DECISION FACING THESE COMPANIES IS 
WHETHER THERE IS SUFFICIENT INTEREST REMAINING IN THEIR OPERATIONS 

AS A 20 PERCENT OWNER COMPARED TO THEIR PREVIOUS POSITION OF MAJORITY 
CONTROL. WHILE ACTUAL IMPLEMENTATION OF ECONOMIC DECREES 
CONNECTED WITH DECISION 24 MAY BE MODERATE, GENERAL ATTITUDE 
PERMEATING AMERICAN BUSINESS COMMUNITY RIGHT NOW IS ONE OF 
EXTREME PESSIMISM. IF WORST FEARS OF MANY SUBSIDIARIES OF 
AMERICAN BUSINESS OPERATING IN VENEZUELA ARE JUSTIFIED, 

WASHINGTON CAN EXPECT HOWLS OF COMPLAINT FROM MANY COMPANY 
HEADQUARTERS IN U.S. 

6. IN ONE WAY IT WAS FORTUITOUS THAT AMBASSADOR F.BF.RLF, AND OTHER 
REPRESENTATIVES OF U.S. GOVERNMENT ECONOMIC COMMUNITY 
HAPPENED TO BE IN CARACAS DAY PRESIDENT PEREZ DELIVERED HIS 

NEW ECONOMIC POLICIES, WHICH SOME LONG-TIME RESIDENT 
BUSINESSMEN HAVE DESCRIBED AS MOST SIGNIFICANT 
ECONOMIC CHANGES TO HAVE TAKEN PLACE DURING THEIR TENURE HERE. 
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7. AMBASSADOR EBERLE DURING HIS CONSULTATIONS MADE POINT TO 
VENEZUELAN GOVERNMENT OFFICIALS THAT TRANSFER OF TECHNOLOGY, 
PARTICULARLY OF UNWRITTEN TYPE, DEPENDS ON OPERATIONS OF PRIVATE 
FOREIGN INDUSTRY. VENEZUELANS SEEM TO BE OPERATING UNDER 
BELIEF THAT BECAUSE OF THEIR EXCESS OIL REVENUE THEY DO NOT NEED 
INVESTMENT AND THAT THEY CAN BUY TECHNOLOGYY. IT REMAINS TO BE 
SEEN HOW LONG IT TAKES THEM TO UNDERSTAND THAT IT IS DIFFICULT TO 
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BUY ON-GOING TECHNOLOGY IN ABSENCE OF POSSIBILITY OF FOREIGN FIRMS 
TO PARTICIPATE IN ECONOMY THROUGH INVESTMENT. 

8. EMBASSY WILL CONTINUE TO SUBTLY POINT OUT TO GOV CONNECTION 
BETWEEN TECHNOLOGY TRANSFER AND CONTINUED OPERATION OF U.S. 

INVESTMENT HERE WITH HOPE OF MODERATING WHAT APPEARS TO BE 
EXTREME INTERPRETATION OF DECISION 24 OF ANDEAN PACT. 

MCCLINTOCK 
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